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"LIBERTY MEDIA GRQUP"
(a2 combination of certain assets, as defined in notes 1 and 2}

{unaudited)

to such

New Liberty




ncte 1)
Decernkber 31,
1398

in millions
Assets

Current assets:

Cash and cash equivalents

S 407

Marxetable securities
124

Trade and cother recelvables, net
185

Prepald expenses and committed program rights
263

Other current assets
21

Total current assets
s 1,000

Investments in affiliates, accounted for under the equity method,

related receivables {(note 5)
3,079

Investment in Time Warner, Inc. ("Time Warner™)
7,083

Investment in AT&T Corp. ("AT&T™)
3,556

Irvestment in Sprint Corporation {"Sprint™) (notes 2 and 35}

2,448

Other investments and related receivables
1,298

Property and equipment, at cost

935

Less accumulated depreciation
350
$ 585

Intangible assets
1,139

Less accumulated amortization
164

and

June 30,

1989

amounts

5 1,504

3,393

149

16,775

8,212

5,989

2,577

R —



Orher zssets, at cost, net of accumulated amortization

5 25,348

{continued)

Combined Balance Sheets, continued
{unaudited)}
Old Liberty

note 1)

s in millions
Liabilities and Combined Zguity
Current liasbilities:

Rocounts payable and accrued liabilities
% 418

Rocrued STOCK compensaticn

Ercgram rights payable

Current portion cof debo

Long-term debt (note 8)
2,318

Ceferred income taxes (note 9)
4,458

Other liabilities
423

Total liabilities
] 8,475

Mincrity interests in eguity of attributed subsidiaries

545

$ 50,081

Mew Liberty

June 30,

1999

amount

$ 239

1,156

177

S 14,692




Cobligation to redeem cemmon stock
17

Combined equity {note 10}:

Combined equlity 33,317
6,836
Accumulated other comprehensive earnings, net of taxes
1,969
3,718
35,286
10,614
Due to related parties 103
697
Total combired equity s 35,369
s 21,311
Commitments and contingencies (note 11}
Total liabilities and combined eguity s 50,081

$ 20,348

See accompanyling notes to cowbined financial statements.

Combined Starements of Operaticns and Comprehensive Earnings

{unaudited)

0ld Liberty
ota 1)

months ended
ne 30,

1398

in millieons,
share amounts

Revenue
S 374

Operating costs and expenses:
Operating, selling, general and administrative
334
Stock compensation
107
Depreciation and amortization
57

Operating loss
{124)

Cther income (expense):
Interest expense
126)
Dividend and interest income
17

New Liberty

1999
amounts

except per

(33

82




Share of losses of affiliates, net (nate 5)
(297
Minority interests in losses of attributed subsidiaries

Gain (loss) on disposition of assets

Gain on issuance of equity by affiliate (note 7)

Other, net

Loss before income taxes
(2.7}
Income tax benefit
g2

Other cemprehensive earnings, net cf taxes:
Foreign currency translation adjustments
(5)
Unrealized holdirg gains arising during the period, net of
reclassification adjustments

Corrined Statements of Cperations and Comprehensive Earnings

funaudited)
New Liberty
Liberty
(note 1)
1
Four months
Six months
ended
erded
June 30, 1999
June 30, 1%98
Revenue s 292

E 725

Cperating costs and expenses:
Operating, selling, general and administrative

240
636
Stock compensaticn 45%
265
Depreciation and amortization 230
111
B 925

(279)

12
(2)

old

{note

Two months
ended
February 28, 19%3%

amounts in millions

5 282
227

183

47

3 431




Cperating loss (633} (175)

(2B7)
Other income (expense):
Interest expense {46} (28
{44)
Dividend and interest income 106 12
34
Share pf losses of affiliates, net (note 5} {359) {EB)
(354)
Minority interests in losses of attributed subsidiaries
12 4
22
Gain (loss) on dispesitions, net (note &) (2} 14
557
Gains on issuance of equity by affiliates and
subsidiaries (note 7) -- 38%
238
Qther, net {4} -
5 (293) S 2%
253
Earnings (lcss) before income taxes (928) 150
(33)
Income tay benefit (expense) 325 1208)
(248
et loss B (601} E {59
E 4N

Other comprehensive earnings, net of taxes:
Foreign currency translation adjustments

4) {153
{4)
Unrealized holding galns arising during the period, net
of reclassification adjustments
2,612 971
855
Other comprehensive earnings 1,969 856
85t
Comprehensive earnings s 1,368 5 897
$ 824

See accompanying notes to combined financial statements.

"LIBERTY MEDIA GROUP™

(a combination of certain assets, as defined in notes 1 and 2)
Corwbined Statement of Equity

Six months ended June 30, 1999

{unaudj ted)
Accumulated
other Due
to
comprehensive
(£rom) Total
Combined earnings,
related combined
equity net of taxes
parties equity
amounts in milliens
Balance at January 1, 1999 5 6,896 $ 3,718 s
597 511,311

Net loss (59) o




- 1591

Foreign currency translation adjustments - (15)
-- {15}
Unrealized gains on available-for-sale securities
- 971
-- 971
Reversal of reclassilication of redermption amount of
common stock subject to put obligation
B -
- ]
Transfer of net liabilities to related party, net of taxes
99 --
- 9%
txcess paid on settlement of preferred stock conversion
(18) --
-= {18)
Other transfers to related parties, net - -
(zd) {24)
BEalance at February 28, 199% 5 6,926 5 4,674 5
673 512,273
Balancse at March 1, 1399 33,515 --
13 33,728
Net loss (601} -
-- (01}
Foreign currency translatiosn adjustments - (43)
-- XM
Unrealized gains on available-for-sale securities
-- 2,012
-- 2,012
ATeT Liberty Media Group Tracking Stock issued for
conversion of debentures 354 -
-- 354
Reversal of reclassification of redemption amzunt of
common stock subject to put obligation
9 -
-- 9
Galrn in connection with the issuance of commaon stock of
atTributed subsidiary 40 -=
-- 40
Other transfers to related parties, net - -
(110 (L1
Ealarce at June 30, 1%99 $33,317 5 1,969 5
153 $325,389

See accempanying notes to cembined finaneial statements.

"LIBERTY MEDIA GROUP"

(a combination of certain assets, as defined in notes 1 and 2)
Combined Statements of Cash Flows

{unaudited)

New Liberty old

Liberty
(note 1) {note

1

Four months Two months
Six menths

ended ended

ended

June 30, 1999 February 28, 1599

June 34, 1933
amounts in milliens
{see note 4)

Cash flows from operating activities:
Net loss 5 (601) 5 (593
B 147
Adjustments to reconcile net loss to net cash provided
{used) by operating activities:
Depreciation and amortization 230 47
111
Stock compensation 45% 183




285

Payments of stock compersation {27
(L)
Share of losses of affiliates, net 359
554
Deferred income tax (benefit] expense
(314)
Intergroup tax allccation {14
Cash payment from ATsT pursuant to tax sharing
agreement 45
Minority interests in losses of attributed
subsidiaries (12)
223
Gain on issuance of equity by affiliates and
subsidiaries -
(239}
Loss (gain} on disposition of assets, net
2
[557)
Gther noncash charges -
2
Changes in current assets and liabilities, net of
the effect of acquisitions and dispositions:
Crange in receivables (12)
(3
Change in prepaid expenses and committed
program rights [
(39
Crange in payatles and accruals 67
23
Net cash provided (used) by operating
activities § 171
5 (29}
Cash flows from investing activities:
Capital expended for property and eguipment
(186)
(67}
Investments in and loans to affiliates and cthers
{434}
{e92)
Return cof capital from affiliates 8
3B
FPurchases of marketable securities {6,172}
Sales and maturities of marketable securities
2,759
33
Cash paid for acquisitions (1)
(10
Cash proceeds from dispositions 2
2983
Caszh balances of deconsolidated subsidiaries
Other, net (18
3
Net cash used in investing activities
5 (3,874}
S {39m)
(continued)
Cormbined Statements of Cash Flows, continued
(unaudited)
New Liberty
Liberty
(note 1)
1}

Six months
enced

June 30, 1938

Four months
ended

June 30, 1999

{128)

66

205

(4]

(383)

114)

(21}

(45)

{132}

34

43

(33}

Two months

ended

o01d

{note

Fepruary 28, 1999




amounts in milliens
[see note 4)

Casih flows from financing activities:

Borrowings of debt ] 4395 $ 156
5 1,083

Repayments of debt (462) {148}
(27C)

Cash transfers (to) from related parties {160} 132
{195)

fepurchase of stock of subsidiary - (45)

"
Repurchase of common stock

(123
Payments for call agreements - -
(243)
Other, net 16 (1)
(8
Net cash (used) provided by financing
activities s (112) $ 94
431
¥Net {decrease) lncrease in cash and
cash eguivalents
{3,815} {196}
25
Cash and cash eguivalents at beginning
of period 5,319 407
224
Cash and c¢azh equivalents at end of
pericd s 1,504 5 211
3 2413

S=e accompanying notes to combired financial statements.

"LIBERTY MEDIA GRQUP"
(a combination of certain assets, as defined in notes 1 and 2)

Notes to Combined Financial Statements

June 30, 19%9
{unaudited)

(1) Basis of Presentation

The accompanying combined financial statements include the accocunts

of

the subsidiaries and assets of Tele-Communications, 1Inc. ("TCI™)
that

are attributed to Liberty Media Group, as defined below. On March
3,

1998, ATsT acquired TCI in a merger transaction (the "“AT&T
Merger™).

See note 2. The AT&T Merger has been accounted for using the
purchase

method. For financial reporting purposes the AT&T Merger and

related
restructuring transactions described in note 2 are deemed to
nave occurred on March 1, 1999, Accordingly, for periods prior to March
I'd 1999 the assets and liabjlities attributed to Liberty Media Group
in the related combined financial statements are sometimes referred
o

herein as "0ld Liberty"”, and for periods subsequent to February
28,




1999 the assets and liabilities attributed to Liberty Media Group

and

the related combined financial statements are sometimes referred
to

herein as "New Liberty". The "Company" and "Liberty Media Group”
refer

to both New Liberty and 0ld Liberty.

The following table represents the summary balance sheet of 0ld
Liberty

at February 28, 1999 prior to the restructuring transactions and
the

consummation of the AT&T Merger and the opening summary balance
sheet

of New Liberty subsequent tc the restructuring transactions and
the

consummation of the AT&T Merger. Certain pre-merger
transactions
occurring between March 1, 1999 and March 9, 1999 that affected

old
Likerty's equity, gains on issuance of equity by subsidiaries and
stock compensation have been reflected in the two-month period ended
February
28, 19993,
0ld Liberty New
Liberty
{amounts in millions}
Assets
Cash and cash equivalents $ 211
5,319
Other current assets 648
423
Investments in affiliates 3,971
17,073
Investment in Time Warner 7,361
7,832
Investment in Sprint 3,381
3,681
Investment in ATA&T 3,856 -
Other investments 1,257
1,586
Property and equipment, net 532
125
Intangibles and other assets 817
11,273
s 22,034 $
47,312
Liabilities and Eguity
Current liabilities $ 1,446

1,741




Debt 2,319

1,845
Deferred income taxes 5,369
9,931
Other liabilities 168
19
Total liabilities S 9,302 S
13,536
Minority interests in equity of
attributed subsidiaries 450
39
Obligation to redeem common stock 9
9
Equity 12,273
33,728
$ 22,034 3
47,312
(continued)
The following table reflects the recapitalization resulting from the
AT&T Merger
(amounts in millions):
Total combined equity of 0ld Liberty S 12,273
Net contribution resulting from the
restructuring transactions 2,334
Purchase accounting adjustments 19,121
Initial total combined equity of New Liberty subsequent to
the AT&T Merger 3 33,728
At June 30, 19%9, Liberty Media Group consisted principally of
the

following: (i) AT&T's assets and businesses which provide
programming
services including production, acquisition and distributieon through

all

available formats and media of branded entertainment, educaticnal
and

informational programming and software, including multimedia
preducts,

{ii) AT&T's assets and businesses engaged in electronic
retailing,

direct marketing, advertising sales relating to preogramming
services,

infomercials and transaction processing, {(iii) certain of AT&T's
assets

and businesses engaged in international cable, telephony
and

programming businesses and (iv) AT&T's holdings 1in a new class




of
tracking stock of Sprint {(the "Sprint PC5 Group Stock").

All significant intercompany accounts and transactions have
been

eliminated. The combined financial statements of Liberty Media
Group

are presented for purposes of additional analysis of the
conselidated

financial statements of AT&T and should be read in conjunction
with

such consolidated financial statements.

The accompanying interim combined financial statements are
unaudited

but, in the opinion of management, reflect all adjustments
{(consisting

of normal recurring accruals) necessary for a fair presentation of

the

results for such periods. The results of operations for any
interim

period are not necessarily indicative of results for the full
year.

These combined financial statements should be read in cenjunction
with

the combined financial statements and notes thereto centained in
AT&T's

Current Report on Form 8-K filed on March 22, 19989.

The preparation of financial statements in conformity with
generally

accepted accounting principles requires management to make
estimates

and assumptions that affect the reported amcunts of assets
and

liabilities at the date of the financial statements and the
reported

amounts of revenue and expenses during the reporting period.
Actual

results could differ from those estimates.

Effective June 11, 1999, AT&T issued stock dividends to holders of
AT&T

Liberty Media Group Tracking Stock (the "1999 Liberty Stock
Dividend").

The 1999 Liberty Stock Dividend consisted of cne share of AT&T

Liberty

Media Group Tracking Stock for every one share of AT&T Liberty
Media

Group Tracking Stock owned. The 1999 Liberty Stock Dividend has
been

treated as a stock split, and accordingly, all share and per
share

amounts have been restated to reflect the 1999 Liberty Stock
Dividend.

Certain prior period amounts have been reclassified for
comparability
with the 1999 presentation.

{continued)

(2} Merger with AT&T

As a result of the AT&T Merger, holders of shares of TCI's




then
cutstanding Liberty Media Group Tracking Stock and TCI Ventures

Group

Tracking Stock were issued separate shares of new targeted stock
of

AT&T. Each share of TCI's then outstanding Liberty Media Group Series
A

Tracking Stock was converted into 2 shares of a newly created class
of

AT&T common stock, the AT&T Liberty Media Group Class A Tracking
Stock,

each share of TCI's then outstanding Liberty Media Group Series
B

Tracking Stock was converted into 2 shares of a newly created class
of

AT&T common stock, the AT&T Liberty Media Group Class B Tracking
Stock,

each share of TCI's then outstanding TCI Ventures Group Series
A Tracking Stock was converted intce 1.04 shares of AT&T Liberty
Media

Group Class A Tracking Stock and each share of TCI's then
outstanding

TCI Ventures Group Series B Tracking Stock was converted inte
1.04

shares of AT&T Liberty Media Group Class B Tracking Stock.

Effective with the AT&T Merger, each share of TCI's
Convertible

Preferred Stock Series C-Liberty Media Group was converted into
112.5

shares of AT&T Liberty Media Group Class A Tracking Stock and
each

share of TCI's Redeemable <Convertible Liberty Media Group
Preferred

Stock, Series H was converted into 1.18125 shares of AT&T Liberty

Media Group Class A Tracking Stock. In general, the holders of shares of
ATt Liberty Media Group Class A Tracking Stock and the holders of shares
°f AT&T Liberty Media Group Class B Tracking Stock will vote together as
a11 single c¢lass with the holders of shares of AT&T Common Stock on
=3

matters presented to such stockholders, with the holders being
entitled
to three-fortieths (3/40th) of a vote for each share of AT&ET

Liberty
Media Group Class A Tracking Stock held, three-fourths (3/4th) vote
pe share of AT&T Liberty Media Group Class B Tracking Stock held and
' vote per share of AT&T Common Stock held.
{continued)
o The shares of AT&T Liberty Media Group Tracking Stock issued in
e

AT&T Merger are intended to reflect the separate performance of
the

businesses and assets attributed to Liberty Media Group.
Immediately

prior to the AT&T Merger, certain assets previously attributed to
old

Liberty (including, among others, the shares of AT&T Common



S5tock
received in the merger of AT&T and Teleport Communications Group,

Inc.

("Teleport™) (see note 7), 0ld Liberty's interests in At
Home

Corporation {"@Home"), the National Digital Television Center,
Inc.

("NDTC") and Western Tele-Communications, Inc.) were attributed to
"TCI

Group"” (a group of TCI's assets, which, prior to the AT&T Merger,
was

comprised primarily of TCI's domestic cable and

communications
business) in exchange for approximately $5.5 billion in cash

({the

"Asset Transfers"). Also, upon consummation of the AT&T Merger,
through

a new tax sharing agreement between the Company and AT&T, the
Company

is entitled to the benefit of approximately $2 billion in net
operating

loss carryforwards available to the entities included in
TCI's

consclidated income tax return as of the date of the AT&T Merger.
Such

net operating loss carryforwards are subject to adjustment by
the

Internal Revenue Service ("IRS") and are subject to limitations
on

usage which may affect the ultimate amount utilized.
Additionally,

certaln warrants to purchase shares of General Instruments
Corporation

("GI Warrants") previously attributed to TCI Group were attributed
to

the Company in exchange for approximately $176 million in cash.
Certain

agreements entered inte at the time of the AT&T Merger provide,
among

other things, for preferred wvendor status to the Company for
digital

basic distribution on AT&T's systems of new programming
services

created by the Company and for a renewal of existing
affiliation

agreements. Pursuant to amended corporate governance documents for

the

entities included in Liberty Media Group and certain agreements
among

AT&T and TCI, the business of Liberty Media Group will continue to
be

managed by certain persons who were members of TCI's management
prior

to the AT&T Merger.

Pursuant to a proposed final judgment (the "Final Judgment") agreed
to

by TCI, AT&T and the United States Department of Justice {the "DOJ"}
on

December 31, 1998, Liberty Media Group transferred all of
its

benefjcially owned securities (the "Sprint Securities") of Sprint to
a

trustee {the "Trustee") prior to the AT&T Merger. The Final
Judgment,

if entered by the United States District Court for the District
of




to
cause

the
on
the

Media

Sprint
same
such
also
Sprint

consent

(3)

or
weighted
is

share
the

have

common
June
Liberty
of
Stock
the

their

shares

and

Columbia, would require the Trustee, on or before May 23, 2002,
dispose of a portion of the Sprint Securities sufficient to

Liberty Media Group to beneficially own no more than 10% of
outstanding Series 1 PCS Stock of Sprint on a fully diluted basis
such date. ©On or before May 23, 2004, the Trustee must divest
remainder of the Sprint Securities beneficially owned by Liberty
Group.

The Final Judgment would provide that the Trustee wvote the
Securities beneficially owned by Liberty Media Group in the
proportion as other holders of Sprint's PCS Stock so long as
securities are held by the trust. The Final Judgment would
prohibit the acquisition by Liberty Media Group of additional
Securities, with certain exceptions, without the prior written

of the DOJ.

{continued)

Loss Per Common Share

Basic earnings or loss per share {"EPS"} is measured as the income
loss attributable to commen stockholders divided by the
average coutstanding common shares for the period. Diluted EPS
similar to basic EPS but presents the dilutive effect on a per
basis of potential common shares as if they had been converted at
beginning of the periods presented. Potential common shares that
an anti-dilutive effect are excluded from diluted EPS.

The basic and diluted loss attributable to Liberty Media Group
stockholders per common share for the three and four months ended
30, 1999 was computed by dividing the net loss attributable to
Media Group common stockholders by the weighted average number
commen shares outstanding of AT&T Liberty Media Group Tracking
during each period. Potential common shares were not included in
computations of weighted average shares outstanding because
inclusion would be anti-dilutive.

At June 30, 1999, there were 54 million potential <ommon

consisting of fixed and nonvested performance awards, stock options




convertible securities that could potentially dilute future
EPS

calculations in periods of net earnings. No material changes in
the

weighted average outstanding shares or potential common shares
occurred

after June 30, 1999.

Three months Four months
ended ended
June 30, 1999 June 30,
1999
amounts in millions,
except per share amounts
Basic and diluted EPS:
Loss attributable to
common stockholders § 543
601
Weighted average common
shares 1,264
1,250
Basic and diluted loss per
share attributable to
common stockheolders 3 0.43 3
0.48
{continued)
{4} Supplemental Disclosures to Combined Statements of Cash Flows
Cash paid for interest was $58 million for the four month period
ended
June 30, 1999, 532 million for the two month period ended February
28,
1999 and %41 million for the six months ended June 30, 19%8. Cash
paid
for income taxes for the four month period ended June 30, 1999, the
two
menth period ended February 28, 1999 and the six months ended June
30,
1998 was not material.
New Liberty old
Liberty
Four menths Two months
Six months
ended ended
ended
June 30, February 28,
June 30,
1399 1999
1998
amounts in
millions
Cash paid for acquisitions:
Fair value of assets acquired $ 38 -
$ 15
Net liabilities assumed (2) -
{2}

Gain in connection with the issuance of shares
by attributed subsidiary - -



Cash paid for acguisitions 3 1 5
3 1¢

Liberty ceased to include TV Guide, Inc. ("TV Guide") in its
financial results and began to account for TV Guide using the
method of accounting, effective March 1, 199% (see note 7). The

of changing the methed of accounting for Liberty Media
ownership interests in TV Guide from the consolidation metheod to
equity method are summarized below (amounts in millions):

Assets (other than cash and cash equivalents)
reclassified to investments in affiliates $
{(572)
Liabilities reclassified to investments in
affiliates 190
Minority interests in equity of subsidiaries
reclassified to investments in affiliates 63
Gain on issuance of equity by subsidiary 372

Decrease in cash and cash equivalents $ 53

The following table reflects the change in cash and cash
equivalents

resulting from the AT&T Merger and related restructuring
transactions

(amounts in millions):

Cash and cash equivalents prior to the AT&T Merger 3 211
Cash received in the Asset Transfers, net of
cash balances transferred 5,284
Cash paid to TCI Group for GI Warrants
(17¢)
Cash and cash equivalents subsequent to the
AT&T Merger 3 5,319
(continued)
(5} Investments in Affiliates Accounted for Under the Egquity Method
Liberty Media Group has warious investments accounted for under
the
equity method. The following table includes Liberty Media
Group's
carrying amount of the more significant investments at June 30,
1999

and December 31, 1998:

New Liberty

old Liberty
June 30,

December 31,
199%

1948
amounts




in millicns

USSR Networks, Inc. ("USAI") and related investments
$ 2,594
S 1,042
Telewest Communications ple ("Telewest"™)
1,933
215
Discovery Communications, Inc. ["Discovery")
3,620
49
Fox/Liberty Networks LLC ["Fox Sports"™) 1,393
]
TV Guide 1,769
oVC, Inc. ("QVC™) 2,513
197
Flextech plc ("Flextech"™) 7356
320
Other foreign investments (cther than Telewest and
Flextech) 1,462
346
Other 755
£l
5 16,775
3 3,070
The following table reflects Liberty Media Group's share of
earnings
{(losses} of affiliates:
New Liberty Cld
Likerty
Four menths Two months
Six menths
ended ended
ended
June 30, February 28,
June 30,
1399 1999
1538

amounts in
millions

USAI and related investments $ (9} 5 10
$ 9

Telewest 197) 138)
(64)

Discovery {76) 18}
(18)

Fox Sports (48} {1}
177

TV Guide (11} -=

Qve (9 13
21

Flextech (13) =}
12)

Other foreign investments (56) (22)
(42)

PCS Ventures - -
(324)

Other (40) (15)
(43)

$ (359} 166)




{continued}

summarized unaudited combined financial information for affiliates

is
as fellows:
New Liberty old
Liberty
Four months Twe months
Six months
ended ended
endead
June 30, February 28,
June 30,
1993 199%
19398

amounts in
millicns

Combined Operations

Revenue s 4,060 S 2,341
3 §,383

Cperating expenses (3,451 {1,894)
15,344)

Depreciation and amortization

1520} (353)

(1,160)

Operating income (loss) 89 24
(7211

Interest expense {323) [281)
(810}

Other, net 1244) (127)
(145)

Net loss 5 {478 3 1314)
S 1L,678)

USAI owns and coperates businesses in network and television

producticon,

television breadcasting, electronic retailing, ticketing
operations,

and internet services. At June 30, 1999, Liberty Media Group
directly

and indirectly held 29.6 million shares of USAI's common stock.
Liberty

Media Group also held shares directly in certain subsidiaries of
USAI

which are exchangeable into 39.5 million shares of USAI common
stock.

Liberty Media Group's direct ocwnership of USAI is currently
restricted

by FCC regulations. The exchange of these shares can be
accomplished

only if there is a change to existing regulations or if Liberty
Media

Group obtains permission from the FCC. If the exchange of Liberty
Media

Group's shares of such subsidiary stock, as well as certain
securities

owned by Universal Studios, Inc. and certain of its affiliates,
into

USAI common stock were completed at June 30, 1999, Liberty Media
Group

would own 69.1 million shares or approximately 21% {on a fully-




diluted
basis) of USAI common stock. USAI's common stock had a closing

market

price of 540-1/8 per share on June 30, 1999. Liberty Media
Group

accounts for its investments 1in USAI and related subsidiaries on
a

combined basis under the eguity method.

In February 19298, USAI paid cash and issued shares and one of
it

subsidiaries issued shares 1in connection with the acquisition
of

certain assets from Universal Studios, Inc. (the
"Universal

Transaction"). Liberty Media Group recorded an increase to
its

investment in USAI of $54 million and an increase to combined equity
of

333 million (after deducting a deferred income taxes of $21 million)
as

a result of this share issuance. No gain was recognized in the
combined

statement of operaticns and comprehensive earnings for the
Universal

Transaction due primarily to Liberty Media Group's intention at
such

time t¢ purchase additional equity interests in USAI. In
connection

with the Universal Transaction, Liberty Media Group was granted

an

antidilutive right with respect teo any future issuance of USAI
common

stock, subject to certain limitations, that enables it to maintain
its

percentage ownership interests in USAI.

(continued)

Telewest currently operates and constructs cable television
and

telephone systems in the UK. At June 30, 1999 Liberty Media
Group

indirectly owned 463 million of the issued and outstanding
Telewest ordinary shares. The reported closing price on the
London Stock

Exchange of Telewest ordinary shares was {pound)2.85 ($4.49) per

share

at June 30, 1599.

Liberty Media Group and The News Corporation Limited ("News
Ceorp.")

each held 50% of Fox Sports which operates national and regional
sports

networks. Prior te the first gquarter of 1998, Liberty Media Group
had

no obkligation, nor intention, to fund Fox Sports. During 1998,
Liberty

Media Group made the determination to provide funding to Fox
Sports

based on specific transactions consummated by Fox Sports.
Consequently,

Liberty Media Group's share of losses of Fox Sports for the six
months

ended June 30, 1998 included previously unrecognized losses of




Fox
Sports of approximately 3$64 million. Losses for Fox Sports were

not

recognized 1in prior periods due to the fact that Liberty Media
Group's

investment in Fox Sports was less than zero.

¢n July 15, 1999 News Corp. acquired Liberty Media Group's 50%
interest

in Fox Sports in exchange for 51.8 million News Corp.
American

Depository Receipts ("ADRs") representing preferred 1limited
voting

ordinary shares of News Corp. In a related transaction, Liberty
Media

Group acquired from News Corp. 28.1 million additional
ADRs

representing preferred limited voting ordinary shares of News Corp.
for

approximately $695 million.

The class A common stock of TV Guide is publicly traded. At June
30,

1599, Liberty Media Group held 29 million shares of TV Guide Class
A

common stock and 37 million shares of TV Guide Class B common
stock.

See note 7. The TV Guide Class B common stock is
convertible,
one-for-one, 1inte TV Guide Class A common stock. The closing price

for

TV Guide Class A common stock was $36-5/8 per share on June 30, 1999.

Flextech develops and sells a variety of television programming in
the

UK. At June 30, 1999, Liberty Media Group indirectly owned 58
million

Flextech ordinary shares. The reported closing price on the
London

Stock Exchange o¢f the Flextech ordinary shares was
{(pound) 10.22
($16.11) per share at June 30, 1999.

The PCS Ventures included Sprint Spectrum Holding Company, L. P.

and

MinorCo, L.P. (collectively, "Sprint PCS"} and PhillieCo Partnership
I,

L.P. {"PhillieCo"). The partners of each of the Sprint PCS
partnerships

were subsidiaries of Sprint, Comcast Corporation ("Comcast"),
Cox

Communications, Inc. ("Cox") and Liberty Media Group. The partners
of

PhillieCo were subsidiaries of Sprint, Cox and Liberty Media
Group.

Liberty Media Group had a 30% partnership interest in each of
the

Sprint PCS partnerships and a 35% partnership interest in PhillieCo.

{continued}

On November 23, 1998, Liberty Media Group, Comcast, and Cox
exchanged

their respective interests in Sprint PCS and PhillieCo (the
"PCS




Exchange") for shares of Sprint PCS Group Stock which tracks

the

performance of Sprint's newly created PC5 Group {consisting
initially

of the PC5 Ventures and certain PCS licenses which were
separately

owned by Sprint). The Sprint PCS Group 3tock collectively represents
an

approximate 17% voting interest in Sprint. BAs a result of the
PCS

Exchange, Liberty Media Group helds the Sprint Securities
which

consists of shares of Sprint PCS Group Stock, as well as
certain

additicnal securities of Sprint exercisable for or convertible
into

such securities, representing approximately 24% of the equity value
of

Sprint attributable to its PCS Group and less than 1% of the
voting

interest in Sprint. Through November 23, 1998, Liberty Media
Group

accounted for its interest in the PCS Ventures using the equity
method of accounting, however, as a result of the PCS Exchange and
Liberty

Media Group's less than 1% voting interest in Sprint, Liberty
Media

Group no longer exercises significant influence with respect to
its

investment in the PCS Ventures. Accordingly, Liberty Media
Group

acccunts for its investment in the Sprint PCS Group Steck as
an

available-for-sale security.

The $14 billion aggregate exXcess of Liberty Media Group's
aggregate

carrying amount in its affitiates over Liberty Media
Group's

proporticnate share of its affiliates' net assets is being
amortized

over an estimated useful life of 20 years.

Certain of Liberty Media Group's affiliates are general
partnerships
and subsidiaries of Likerty Media Group that are general partners

in

such partnerships, are liable as a matter of partnership law for
all

debts {other than non-recourse debts} of that partnership in the
event

liabilities of that partnership were to exceed its assets.
(6) Investment in Time Warner

Liberty Media Group holds shares of a series of Time Warner's
series

common stock with limited voting rights (the "TW Exchange Stock”)
that

are convertible into an aggregate of 114 million shares of Time
Warner

common stock.

As security for borrowings under one of its credit facilities,
Liberty

Media Group has pledged a portion of its TW Exchange Stock. At June
30,




1999 such pledged pertion had an aggregate fair value of

approximately
$3.2 billion.

on June 24, 1997 Liberty Media Group granted Time Warner an
option,

expiring October 10, 2002, to acquire the business of
Southern

Satellite Systems, Inc. {"Southern") and certain of its
subsidiaries

(together with Southern, the "Scuthern Business") through a purchase

of assets (the "Southern Option"). Liberty Media Group received shares
of TW Exchange Stock which are convertible into 12.8 million shares
°f Time Warner common stock valued at $306 million in <c¢onsideration
for the grant. 1In September 1997, Time Warner exercised the
Southern

Cption. Pursuant to the Southern Option, Time Warner acguired
che Southern Business, effective January 1, 1998, for $213 million in
casa- Liberty Media Group recognized a $515 million pre-tax gain
" connection with such transactions in the first quarter of 1998.

{continued)

(7) Acquisitions and Dispositions

On January 12, 1998, Liberty Media Group acquired from a
minority

shareholder of TV Guide (formerly known as United Video
Satellite

Group, Inc. ("UVSG")) 24.8 million shares of UVSG Class A common
srock in exchange for 12.7 million shares of TCI's then outstanding
e Ventures Group Series A Tracking Stock and 7.3 million shares of

'
oL then outstanding Liberty Media Group Series A Tracking Stock.
T:e aggregate value assigned to such shares issued was based upon
the

market wvalue of such shares at the time the transaction was
announced.
As a result of such transaction Liberty Media Group increased

its

ownership in the equity of UVSG to approximately 73% and the
voting

power increased to 93%. In connection with the issuance of common
stock

in such transaction, Liberty Media Group recorded a $346
millien

increase to combined equity.

Effective February 1, 1998, Turner-Vision, 1Inc. ("Turner
Vision™"} contributed the assets, obligations and operations of its

retail C-band

satellite business to Superstar/Netlink Group LLC {"SNG") in
exchange

for an approximate 20% interest in SNG. As a result of
such




transaction, Liberty Media Group's direct and indirect (through

UV5G)

ownership interest 1in SNG, decreased to approximately B80%.
In

connection with the increase in SNG's equity, net of the diluticn
of

Liberty Media Group's ownership interest in SNG, that resulted
from

such transaction, Liberty Media Group recognized a gain of $38
million

(before deducting deferred income tax expense of $15 million).
Turner

Vision's contribution to 3NG was accounted for as a purchase and
the

$61 million excess of the purchase price over the fair value of the
net

assets acquired was recorded as excess cost and is being amortized
over

five years.

On April 22, 1998, Teleport completed a merger transaction with
ACC

Corp. As a result, Liberty Media Group's interest in Teleport
was

reduced to appreoximately 26%. In connection with the increase
in

Teleport's eguity, net of the diluticon of Liberty Media
Group's

interest in Teleport, that resulted from the merger, Liberty
Media

Group recorded a non-cash gain of $201 million (before
deducting
deferred income tax expense of $71 million}.

Cn July 24, 1988, Teleport was acquired by AT&T and Liberty Media
Group

received in exchange for all of its interest in Teleport,
approximately

70.4 million shares of AT&T common stock (as adjusted for a 3-
for-2

stock split).

{continued)}

On March 1, 1999, UVSG and News Corp. completed a transaction
whereby

UVS5G acquired News Corp.'s TV Guide properties creating a
broader

platform for offering television guide services to consumers

=nd advertisers and UVSG was renamed TV Guide. A unit of News
Corp; received $800 million in cash and 60 million shares of UVSG's
sroct including 22.5 million shares of its Class A common stock and
373 million shares of its Class B commonn stock. In addition, News
comp- purchased approximately .5 million additional shares of UVSG Class
A. N common stock for $129 million in order to equalize its ownership
Wl: that of Liberty Media Group. As a result of these transactions,

an

another transaction completed on the same date, News Corp.,




Liberty

Media Group and TV Guide's public stockhelders own on an economic
basis

approximately 44%, 44% and 12%, respectively, of TV Guide.

Following
such transactions, News Corp. and Liberty Media Group each

have

appreximately 49% of the voting power of TV Guide's outstanding
stock.

In connection with the increase in TV Guide's equity, net of
the

dilution of Liberty Media Group's ownership interest in TV
Guide,

Liberty Media Group recognized a gain of $372 million (before
deducting

deferred income tax expense of $147 million). Upon
consummation,

Liberty Media Group began accounting for its interest in TV Guide
under

the eguity method of accounting.
(8) Long-Term Debt

Debt is summarized as follows:

New Liberty
0l1d Liberty

June 30,
December 31,
1959
1998
amounts in
millions
Bank credit facilities $ 2,094
3 2,029
Convertible Subordinated Debentures
22%
4-1/2% Ceonvertible Subordinated Debentures
345
Other B2
293
3 2,176
$ 2,8%6
less current maturities 683
578
Total 5 1,493
$ 2,318

On April 8, 1999, Liberty Media Group redeemed all of its
cutstanding

4-1/2% Convertible Subordinated Debentures due February 15, 2005.
See

note 10.

At June 30, 1999, Liberty Media Group had approximately $876 million
in
unused lines of credit under its bank credit facilities.



The bank credit facilities of Liberty Media Group generally

centain

restrictive covenants which require, among other things,
the

maintenance of certain financial ratios, and include limitations
on

indebtedness, liens and encumbrances, acqulisitions,
dispositicns,

guarantees and dividends. Additionally, Liberty Media Group pays
fees

ranging from .15% to .375% per annum on the average unborrowed
pertions

of the total amounts available for borrowings under its bank
credit

facilities.

{continued)

As collateral for borrowings under one of Liberty Media Group's
credit

facilities, the banks lend against certain assets designated by
Liberty

Media Group {the "Designated Assets”}. The carrying amount of
the

Designated Assets as of June 30, 1989 was $6.5 billion. Recourse to
the

banks for payment of Liberty Media Group's obligations under
this

facility is limited solely to the Designated Assets. Also, as
security

for borrowings under one of its credit facilities, Liberty Media
Group

has pledged a portion of its TW Exchange Stock. See note 6.

Certain of Liberty Media Group's bank credit facilities have
credit

agreements which provide for a three month interest reserve to be
held

by an administrative agent. Such interest reserves amounted to
$18

million and $17 million as of June 320, 1995 and December 31,
1998,

respectively, and are included in other current assets in
the

accompanying combined balance sheets.

Liberty Media Group believes that the carrying wvalue of Liberty
Media

Group's debt approximated its fair value at June 30, 199%99.

On July 7, 1999, Liberty Media Group received net cash proceeds
of

approximately $741 million and $494 million from the issuance of 7-
7/8%

Senior Notes due 2009 (the "Senior Notes") and B-1/2% Senior
Debentures
due 2029 (the "Senior Debentures”), respectively. The Senior Notes

have an aggregate principal amount of $750 million and the Senior
Debentures

have an aggregate principal amount of $500 million. Interest on
the

Senior Notes and the Senior Debentures is payable on January 15
and

July 15 of each vyear. The proceeds were used to repay




outstanding
berrowings under certain of Liberty Media Group's credit

facilities,
which were subseguently canceled.
{9) Inceme Taxes

Subsequent to the AT&T Merger, Liberty Media Group is included in

the

consolidated federal income tax return of AT&T and party to a
tax

sharing agreement with AT&T {(the "AT&T Tax Sharing Agreement”).
The

income tax provision for Liberty Media Group is calculated based on
the

increase or decrease in the tax liability of the AT&T
consolidated
group resulting from the inclusion of those items in the

consclidated
tax return of AT&T which are attributabkle to Liberty Media Group.

Under the AT&T Tax Sharing Agreement, Liberty Media Group will
receive

a cash payment from AT&T in periods when it generates taxable
losses

and such taxable losses are utilized by AT&T to reduce the
consolidated

income tax liability. This utilization of taxable 1losses will
be

accounted for by Liberty Media Group as a current federal
intercompany

income tax benefit. Teo the extent such losses are not utilized by

ATET,

such amcounts will be available to reduce federal taxable
income

generated by Liberty Media Group in future perieds, similar to a
net

operating 1loss carryforward and will be accounted for as a

deferred
federal income tax benefit.

{continued)

In periods when Liberty Media Group generates federal taxable
income,

AT&T has agreed to satisfy such tax liability on Liberty Media
Group's

behalf up to a certain amount. The reducticn of such computed

tax

liabilities will be accounted for by Liberty Media Group as a credit
to

combined equity. The total amount of future federal tax liabilities
of

Liberty Media Group which AT&T will satisfy under the AT&T Tax
Sharing

Agreement is approximately $512 million, which represents the
tax

effect of the net operating loss carryforward reflected in TCI's
final

federal income tax return, subject to IRS adjustments.
Thereafter,

Liberty Media Group is regquired to make cash payments to AT&T
for

federal tax liabilities of Liberty Media Group.




To the extent AT&T utilizes existing net coperating losses of
entities

attributed to Liberty Media Group, such amcounts will be accounted
for

by Liberty Media Group as a reduction of combined eguity.

Liberty Media Group will generally make cash payments to AT&T

related
to states where it generates taxable income and receive cash

payments

from AT&T in states where it generates taxable losses.

Liberty Media Group's obligation under the 1985 TCI Tax
Sharing

Agreement of approximately $139 million (subject to adjustment),
which

is included in "due to related parties,” shall be paid at the time,
if

ever, that Liberty Media Group deconsolidates from the AT&T income
tax

return. Liberty Media Group's receivable under the 1997 TCI Tax
Sharing

Agreement of approximately 3$220 million was forgiven in the AT&T
Tax

Sharing Agreement and recorded as an adjustment to combined equity
by

Liberty Media Group in connection with the AT&T Merger.
(10} Combined Equity

5tock Repurchase and Issuances On April 8, 1999, Liberty
Media Group redeemed all of its outstanding
4-1/2% Convertible Subordinated Debentures due February 15, 2005.

The

debentures were convertible into shares of AT&T Liberty Media
Group

Class A Tracking Stock at a conversion price of $23.54, or 42.48
shares

per 51,000 principal amount. Certain holders of the debentures
had

exercised their rights to convert their debentures and 14.6
million

shares of AT&T Liberty Media Group Tracking Stock were issued to
such

holders. 1In connection with such issuance of AT&T Liberty Media
Group

Tracking Stock, Liberty Media Group recorded a $354 millien increase
to

combined equity.

During the six months ended June 30, 1998, pursuant to a
stock

repurchase program, Liberty Media Group repurchased 239,450 shares
of

TCI's then outstanding TCI Ventures Group Stock and 266,783 shares
of

TCI's then outstanding Liberty Media Group Stock at an aggregate
cost

of 512 million.

In conjunction with a stock repurchase program or similar
transaction,

the issuer may elect to sell put opticns on its own common
stock.

Proceeds from any sales of puts with respect te TCI's then
outstanding

TCI Ventures Group Tracking Stock and TCI's then outstanding




Liberty
Media Group Tracking Stock have been reflected as an increase

to

combined equity, and an amount equal to the maximum redemption
amount

under unexpired put options with respect to such tracking stocks
was

reflected as an "obligation to redeem common stock” in the
accompanying
combined balance sheets.

{continued)

Stock Issuances by Subsidiary

During the second quarter of 1999, TCI Music issued approximately

4.8

million shares of common stock in connection with the conversion of
its

preferred stock and approximately 0.4 million shares of common stock
in

connection with the exercise of certain employee stock options. As
a

result, Liberty Media Group's interest in TCI Music was reduced to
B6%.

In connection with the increase in TCI Music's equity, net of
the

dilution of Liberty Media Group's interest in TCI Music, that
resulted

from such stock issuances, Liberty Media Group recorded a $40
million

increase to combined equity.

Transactions with AT&T (formerly TCI) and Other Related Parties

Certain AT&T corporate general and administrative costs are charged
to

Liberty Media Group. Included in operating expenses in the
accompanying
combined statements of operations and comprehensive earnings,

during

the four month pericd ended June 30, 1999, the two month period
ended

February 28, 1992 and the six menths ended June 30, 1998, Liberty
Media

Group was allocated 1less than $1 million, $2 million and $9
million,

respectively, in corporate general and administrative costs by TCI.

Certain subsidiaries attributed to Liberty Media Group produce
and/or

distribute sports and other programming and other services to
cable

distribution operators {including AT&T) and others. Charges to AT&T
are

based upon customary rates charged to others. Amocunts included
in

revenue for services provided to AT&T were 571 million, $43 million
and

$130 millioen for the four month period ending June 30, 1999, the
two

meonth period ending February 28, 1999 and the six months ended June
30,

1998, respectively.




Entities included in Liberty Media Group lease satellite

transponder

facilities from NDTC. In connecticn with the AT&T Merger, NDTIC is
no longer included in the combined financial results of Liberty
Media

Group. Charges by NDTC for such arrangements and other
related

operating expenses for the four months ended June 30, 1999
aggregated

$10 million and are included in operating expenses in the
accompanying

combined statements of operations and comprehensive earnings.

A subsidiary of Liberty Media Group issued preferred stock
in

connection with a previous acquisiticon which was convertible at
the

option of the heolders into 1,084,056 of TCI's then outstanding
TCI

Group Series A Common Stock. In July 1998, Liberty Media Group
entered

into an equity swap transaction with a commercial bank, which
provided
Liberty Media Group with the right but not the obligation to

acquire

1,084,056 shares of TCI's then outstanding TCI Group Series A Stock
for

approximately $45 millien on or before April 1%, 1999. Liberty
Media

Group exercised its right under this equity swap transaction and
used

the TCI Group Series A Stock to satisfy the exchange requirements
of

the aforementioned preferred stock during the two menths ended
February

28, 1%99. In connection with such transaction, Liberty Media
Group

recorded an $18 million decrease to combined equity for the
difference
between the exercise price of the right and the carrying amount of

the

preferred stock.

(continued}

Prior to the AT&T Merger, a limited liability company owned by Dr.
John

C. Malene (Liberty Media Group's Chairman) acquired, from
certain

subsidiaries of Liberty Media Group, for $17 million, working
cattle

ranches located in Wyoming. No gain or loss was recognized on
such

acquisition. The purchase price was paid by such limited
liability
cempany in the form of a 12-menth note in the amount of $17

millien

having an interest rate of 7%. Such note is payable at any time
without

penalty and is personally guaranteed by Dr. Malone.

In connection with the AT&T Merger, Liberty Media Group paid
two

directors of Liberty Media Corporation and one other indiwvidual,
all




three of whom are directors of TCI, an aggregate of 512 million

for

services rendered in connectieon with the AT&T Merger. Such amount
is

included in operating, selling, general and administrative expenses
for

the two months ended February 28, 1999 in the accompanying
combined

statements of operations and comprehensive earnings.

On February 9, 1998, in connection with the settlement of certain
legal

proceedings relative to the Estate of Bob Magness (the
"Magness

Estate”), the late founder and former Chairman of the Board of TCI,
TCI

entered into a call agreement with Dr. Malone and Dr. Malone's
wife

{together with Dr. Malone, the "Malcones™), and a call agreement
with

the Estate of Bob Magness, the Estate of Betsy Magness, Gary
Magness

{individually and in certain representative capacities} and Kim
Magness

(individually and in certain representative capacities)
(collectively,

the "Magness Group”). Under these call agreements, each of the
Magness

Group and the Malones granted to TCI the right to acquire all of
the

shares of TCI's commen stcck owned by them ("High Voting Shares")
that

entitle the holder to cast more than one vote per share
{the

"High-Voting Stock"} upeon Dr. Malone's death or upon a
contemplated
sale of the High-Voting Shares (other than a minimal amount} to

third

parties. In either such event, TCI had the right to acguire such
shares

at a price equal to the then market price of shares of TCI's
commen

stock of the corresponding series that entitled the holder to cast
o

more than one vote per share (the "Low-Voting Stock"), plus a
10%

premium, or in the case of a sale, the lesser of such price and
the

price offered by the third party. 1In addition, each call
agreement

provides that if TCI were ever to be scld te a third party, then
the maximum premium that the Magness Group or the Malones would

receive for
their High-Voting Shares would be the price paid for shares of

the

relevant series of Low-Voting Stock by the third party, plus a
10%

premium. FEach call agreement alsc prohibits any member of the
Magness

Group or the Malones from disposing of their High-Voting Shares,
except

for certain exempt transfers (such as transfers to related parties
or

to the other group or public sales of up to an aggregate of 5% of
their

Eigh-Voting Shares after conversion to the respective series
of



Low-Voting Stock) and except for a transfer made in compliance

with

TCI's purchase right described above. TCI paid $150 million to
the

Malones and $124 million to the Magness Group in cconsideration of
their

entering inte the call agreements, of which an aggregate of
5140

million was allocated to and paid by Liberty Media Group.

{continued)

Also in February 1998, TCI, the Magness Group and the Malones
entered

into a shareholders' agreement which provides for, among other
things,

certain participation rights by the Magness Group with respect
to

transactions by Dr. Malone, and certain "tag-along” rights in favor
of

the Magness Group and certain "drag-along” rights in favor of
the

Malones, with respect to transactions in the High-Voting Stock.
Such

agreement also provides that a representative of Dr. Malcne and
a

representative of the Magness Group Will consult with each other on
all

matters to be brought to a vote of TCI's shareholders, but if a
mutual

agreement on how to vote cannot be reached, Dr. Malone will vote
the

High-Vcting Stock owned by the Magness Group pursuant to an
irrevocable

proxy granted by the Magness Group.

In connection with the AT&T merger, Liberty Media Group became
entitled

to exercise TCI's rights and became subject to its obligations
under

the call agreement and the shareholders' agreement with respect to
the

Liberty Media Group Class B tracking stock acquired by the Malones
and

the Magness Group as a result of the AT4T merger. If Liberty
Media

Group were to exercise its call right under the call agreement with
the

Malones or the Magness Group, it may also be required to
purchase

High-Voting Shares of the other group if such group exercises
its

"tag-along" rights under the sharehcolders' agreement.
Due to Related Parties

The components of "Due to related parties” are as follows:

New Liberty 0ld Liberty
June 30, December 31,
19599 1998

amocunts in millions

Note payable to TCI, including




accrued interest $ - 5 141
Intercompany account 103 556

The non-interest bearing intercompany account includes certain
stock

compensation allocations (in 0ld Liberty) and income tax
allocations

that are to be settled at some future date. Stock
compensation

liabilities of New Liberty are classified as a separate component

in

current liabilities. All other amounts included in the
intercompany account are to be settled within thirty days following
netification.
{113 Commitments and Contingencies

Encore Media Group, a wholly owned subsidiary of Liberty Media
Group,

is obligated to pay fees for the rights to exhibit certain films
that

are released by various producers through 2017 (the "Film
Licensing

Obligations"). Based on customer levels at June 30, 19859,
these

agreements reguire minimum payments aggregating approximately
$775

million. The aggregate amount of the Film Licensing Obligations
under

these license agreements is not currently estimable because such
amount

is dependent upon the number of gqualifying films released

theatrically

by certain motion picture studios as well as the domestic
theatrical

exhibition receipts upon the release of such qualifying
films.

Nevertheless, reguired aggregate payments under the Film
Licensing

Obligations could prove to be significant.

(continued)

Flextech has undertaken to finance the working capital requirements

of

a jeint wventure, ({the "Principal Joint Venture"} formed with
BBC

Worldwide and is obligated to provide the Principal Joint Venture
with

a primary credit facility of (pound)88 million ($13% million)
and

subject to certain restrictions, a standby credit facility of
{pound) 30
million (549 million). As of June 30, 1999, the Principal Jeint

Venture

had borrowed (pound)40 million ($63 million) under the primary
credit

facility. If Flextech defaults on its funding obligation to
the

Principal Joint Venture and fails to cure within 42 days after
receipt




of notice from BBC Worldwide, BBC Worldwide is entitled, within

the

following 90 days, to require that Liberty Media Group assume all
cf

Flextech's funding obligations to the Principal Joint Venture.

Liberty Media Group has guaranteed various loans, notes
payable,

letters of credit and other obligations (the "Guaranteed
Obligations™)

of certain affiliates. At June 30, 1999, the Guaranteed
Cbhligations

aggregated approximately 3377 million. Currently, Liberty Media
Group

is not certain of the likelihood of being required to perform
under

such guarantees.

Liberty Media Group leases business offices, has entered into
pele

rental and transponder lease agreements and uses certain
equipment
under lease arrangements.

On September 21, 1898, Hurricane Georges struck Puerto Rico and

caused

considerable property damage to the area in general, including
Liberty

Media Group's Puerto Rico subsidiary's cable television systems
{the

"Puerto Rico Subsidiary™). The Puerto Rico Subsidiary's
cable

television systems represent $19 million of Liberty Media
Group's

revenue for the six months ended June 30, 1999.

As of June 30, 1999, approximately 93% of the Puerte Rico
Subsidiary's

pre-hurricane basic customers were receiving cable television
services.

Although there can be noc assurance, the Puerto Rico
Subsidiary

estimates that it will regain substantially all of its pre-~
hurricane

customer base by August 31, 1999. The loss of revenue from
September

21, 1998 through June 30, 1999 was $12 million. The Puerto
Rico

Subsidiary's business interruptioen insurance covered the first
53

million in lost revenue.

The Puerto Rico Subsidiary has also claimed coverage for
business

interruption under a secondary insurance carrier. Such policy,
which

covers the Puerto Rico Subsidiary's parent company's
subsidiaries, carries a deductible of $2.5 million. This insurance
claim is subject

to approval by such insurance carrier and accordingly, no assurance

can

be given that amounts claimed will be paid in their entirety.
However,

in the event such claims are collected the overall impact in
lost

revenues for the Puerto Rice Subsidiary as a result of
Hurricane




Georges will not exceed $2.5 million.

Liberty Media Group has contingent liabilities related to

legal

proceedings and other matters arising in the cordinary course
of

business. Although it is reasonably possible Liberty Media Group
may

incur losses upon conclusion of such matters, an estimate of any
loss

or range of loss cannot be made. 1In the opinion of management, it
is

expected that amounts, 1if any, which may be required to satisfy
such

contingencies will not be material in relatiocn to the
accompanying
combined financial statements.

{continued)

During the six months ended June 30, 1999, Liberty Media Group,
in
conjunction with AT&T, continued its enterprise-wide,

comprehensive
efforts to assess and remediate 1its computer systems and

related

software and equipment to ensure such systems, software and
equipment

recognize, process and store information in the year 2000
and

thereafter. AT&T's vear 2000 remediation efforts include an
assessment

of Liberty Media Group's most critical systems, equipment,
and

facilities. AT&T also continued its efforts to verify the year
2000

readiness of Liberty Media Group's significant suppliers and
vendors

and continued to communicate with significant business partners
and

affiliates to assess such partners and affiliates' year 2000 status.

Failure to achieve year 2000 compliance by Liberty Media Group,
its

significant business partners and affilijates with which it has
a

relationship could negatively affect Liberty Media Group's ability
to

conduct business for an extended period. There can be no assurance
that

all ¢f Liberty Media Group's computer systems and related software
will

be fully year 2000 compliant; in addition, other companies on
which

Liberty Media Group's computer systems and related software
and

operations rely may or may not be fully compliant on a timely
basis,

and any such failure could have a material adverse effect on
Liberty

Media Group's financial position, results of operation or liquidity.
TELE-COMMUNICATIONS, INC. AND SUBSIDIARIES
(see notes 1 and 2)

Conscolidated Balance Sheets




{unaudited)

New TCI
old TCI
June 30,
December 31,
1999
1948
amounts
in millions
Assets
Cash and cash egulvalents 5 -—
° $ 419
=]
Restricted cash (note 4) 40
° 195
o
Trade and other receivables, nret 490
a 653
=]
Prepald and committed program rights --
? 263
o
Investment in Liberty Media Group and related receivables (note 5} 35, 349
o R
a
Irvesiments in affiliates other than Liberty Media Group (the "Other
k=1
Affiliates"), accounted for under the equity method (notes &
o
and 12) 11,082
° 4,709
=]
Investment in Time Warner, Inc. {"Time Warner") (note 2] 41
° 7,118
1=
Investment in AT&T Corp. ("AT&T") (notes 2 and 11) -
° 3,558
L+
Investment in Sprint Corporation (note 2} “=
° 2,446
=]
Property and egquipment, at cost:
o
Land 129
° 63
Distribution systems 5,894
° 10,107
Support equipment and buildings 1,081
° 1,769
e
7,104
a 11,93¢
Less accumulated depreciation 270

@ 4,786




° 7,153
=
a
Intangible assets 22,752
° 1%,782
Less accumulated amortization 186
o 2,723
B e ——
22,566
° 13,059
Q0 e ——
o
Cther assets, net of accurmulated amortization 1,547
e 2,2%0
5
877,949
e 541,851
c ===—===
{continued)
TELE-COMMUNICATIONS, INC. AND SUBSIDIARIES
(see notes 1 and 2)
Consolidated Balance Sheets, continued
(unaudited)
New TCI Old TCl
June 30, December
31,
1999 1598
amounts in millions
Liabiiities and Stockholders' Equity
Accounts payable ] 307 @ $ 228
Accrued interest 231 ° 253
=]
Accrued programming expense 301 @ 471
o
Cther accrued expenses 702 8 1,128
)
Debt (notes 2 and B}: @
o
Due to unaffiliated parties 9,915 ° 14,052
Notes payable to AT&T 7,286 o -
-]
Deferred income taxes 4,778 e 9,749
o
Cther lizbilities 1,329 ° 1,819
-------- o - ——— -
o
Total liabilities 24,849  ° 27,701
________ o —————
o
Mirority interests in equity of consclidated subsidiaries 2,175 ° 1,460
a
Redeemable securities {note 2): °
-]
-]

Preferred stock - 300




